This study aims to investigate the educational backgrounds and professional expertise of the directors in firms quoted at Borsa Istanbul. The findings of the study reveal that, a higher percentage of directors with advanced degrees such as PhDs, serve on various board committees, and a higher percentage of them are assigned as independent directors to the boards, compared to directors of lower educational qualifications. In addition, the findings suggest that a higher percentage of directors, who are professional experts such as accounting experts, lawyers or professors, serve on various committees of the boards, and a higher percentage of them are assigned as independent directors to boards. In contrast, a lower percentage of professional experts with advanced educational degrees serve as CEOs or chairmen of boards. These results suggest that technical skills and knowledge of directors are valued highly by companies, whereas they are not as highly valued in top managerial positions.
INTRODUCTION
The aim of this study is to investigate various aspects of non-observable diversity such as educational background or professional expertise of directors of boards (Erhardt et al., 2003) of firms quoted at Borsa Istanbul, with an emphasis on the characteristics of directors, as well as their independence, busyness, share ownership and committee appointments. Educational backgrounds and expertise of directors would be expected to signal their professionalism, which is an important topic in emerging economies, where the majority of public firms are controlled by families or business groups (Ararat et al., 2010) . These families and groups are often governed by family members that could potentially lack a professional management perspective. Thus, decisions in the boardroom would be made in the interest of families or groups. This situation could adversely affect the confidence of investors in companies and financial markets. Consequently, economic development of financial markets, which is vital for emerging economies, could be impaired. Therefore, an investigation of the level of professionalism emerges as an important topic for financial markets in emerging economies, such as the Turkish economy.
There is extensive research in management and corporate governance literature investigating the potential effects of the existence of directors with different educational backgrounds and professional expertise, on issues such as diversity and firm value. For instance, studies such as Carpenter and Westphal (2001) , Westphal and Bednar (2005) , Ruigrok et al. (2006) , Jalbert et al. (2010) , Anderson et al. (2011) and Dalziel et al. (2011) investigate topics related to the educational background of directors and top executives. On the other hand, Rosenstein and Wyatt (1990) , Agrawal and Chadha (2005) , DeFond et al. (2005) , Jiang and Murphy (2007) , Guner et al. (2008) , Ferreira (2010) , Anderson et al. (2011) , Sisli-Ciamarra (2012), Francis et al. (2014) , and Litov et al. (2014) investigate topics related to the professional expertise of directors. However, the summary of discussions in these and other related studies regarding potential benefits and costs of existence of directors with different educational and occupational backgrounds are left to the following sections. One point that is noteworthy is the reason underlying the choice for the sample years covered in the study. The Principles of Corporate Governance (PCG) of Turkey, which introduced various mandatory requirements for public firms in terms of their corporate governance applications, improved the disclosure of public information by firms. Thus, following the effectiveness of PCG, it is possible to acquire detailed information about the directors of firms through the annual reports and official web pages of these firms.
In section 3, educational backgrounds of directors are investigated. The findings show that a lower percentage of directors with PhD degrees are females and are the chairmen of boards of directors, compared to directors with no PhDs. In addition, a higher percentage of these directors have degrees earned from institutions not located in Turkey. Also, a higher percentage of them are financial experts, lawyers, or professors. The findings also show that a higher percentage of these directors serve on audit, governance and risk committees of firms, and a higher percentage of them are independent directors. These results support arguments that advanced degrees could provide the directors with unique skills, which could lead them to be effective monitors. In terms of share ownership, these directors own fewer shares in firms. The findings in section 3 also show that substantially high percentage of directors with only a high school degree or lower are chairmen, compared to directors with higher degrees of education. In addition, a lower percentage of them are financial experts, accounting experts, lawyers or professors. Also, a lower percentage of them serve on audit, governance or risk committees, and a lower percentage of them are independent directors. Lastly, the findings in section 3 show that a higher percentage of directors with degrees earned from institutions located outside of Turkey have PhDs and masters degrees, compared to directors with no degrees earned from foreign institutions. In addition, a higher percentage of these directors are financial experts. However, a lower percentage of them are accounting experts. Also, a lower percentage of directors with foreign education sit on audit and governance committees. Lastly, a lower percentage of them are independent directors. Based on these figures, it could be argued that companies do not value foreign education higher, compared to education in Turkey, and do not consider directors with degrees earned from foreign institutions as potentially better monitors.
In section 4, the professional expertise of directors is investigated. The findings show that a lower percentage of financial experts are CEOs, compared to directors that are not financial experts. In addition, a lower percentage of professional experts are chairmen of companies. In terms of the education degrees earned, a higher percentage of financial experts and professors, and a lower percentage of accounting experts have degrees earned from institutions located outside of Turkey, compared to other directors. Also, a higher percentage of financial experts, lawyers and professors have PhD degrees.
The findings in section 4 also show that a higher percentage of directors that are accounting experts, lawyers or professors sit on all three committees of the boards, compared to other directors. This evidence could be considered to suggest that companies potentially value professional expertise in committee appointments and a higher percentage of professional experts are assigned to committees. Similar patterns are observed for director independence. Also, a higher percentage of directors that are accounting experts, lawyers, or professors are assigned to boards as independent directors, who are expected to be more effective monitors compared to other directors. However, a similar situation is not observed for financial experts. Overall, the evidence could be considered to suggest that companies value professional experts, who have technical knowledge and skills, when they assign independent directors to their board. In terms of director busyness, a higher percentage of financial experts, accounting experts and professor are busy directors compared to other directors. On the other hand, professional experts have lower percentage of share ownership in firms.
The findings in section 4 also reveal that a lower percentage of directors with professional expertise are CEOs or chairmen of companies, compared to directors who do not have the professional expertise. In addition, a higher percentage of them have degrees earned from institutions located outside of Turkey, and a higher percentage of them have advanced educational degrees such as PhDs. Also, a higher percentage of professional experts are assigned to committees of the boards, and a higher percentage of them are independent directors. Overall, the findings in the study highlight the importance of advanced educational degrees and the expertise of directors on boards of public companies.
DATA
In this study, hand-collected data gathered from the annual reports of firms and the official web pages of companies, is employed. Banks in Turkey are subject to different corporate governance related regulations, compared to other firms. Thus, banks that are quoted at Borsa Istanbul are excluded from the sample. This leaves a sample of 2079 board members for the end of year 2012, and 2066 board members for the end of year 2013. In addition, data for some of the variables employed in this study were not available for all the directors on the board of directors. In terms of the variables throughout the paper, share ownership states the percentage of shares owned by a director alone. The highest level of degree earned by a director is defined by the education level. Foreign education states whether a director has a degree earned from an institution not located in Turkey. A financial expert is a director who has been or currently is the CEO, or was/is on the board of a financial institution. A director is defined as an accounting expert if she is certified as a CPA or equivalent. Professor defines whether the director officially has or had a professor title, either on a tenure track or clinical position. Lawyer defines that a director is or was performing as an attorney in law. Membership number states the total number of firms that are not non-profit, on whose boards the director sits. A director is defined as an independent director if she meets the independence requirements defined in PCG. A busy director is an individual who is an independent director on the focal firm and is on the board of at least three different firms that are not non-profits (Fich and Shivdasani, 2006 
EDUCATION
Directors from various educational backgrounds could potentially provide positive effects of diversity in the boardroom such as enhanced creativity, different perspectives on important corporate issues, and distinct and unique sets of skills and leadership (Burgess and Tharenous, 2002; Carter et al., 2003; Arfken et al., 2004; Peterson and Philpot, 2007; Anderson et al., 2011; Dobbin and Jung, 2011) . They could also provide the negative effects such as board members treating other boards members as out-group individuals, or the existence of potential conflicts and communication problems (Shin, 2012; Arioglu, 2014) .
Other than these effects, the educational backgrounds of directors could be an important resource for firms in terms of potential external connections, which directors establish during their education or through their educational associations. However, as argued by Westphal and Bednar (2005) , these affiliations could also potentially serve during the director appointment process as a result of in-group biases, which could potentially tend to increase pluralistic ignorance that in return might lead to poor firm performance.
In addition, levels of education and expertise gained by directors could affect their quality of advising and monitoring and scope of the input they bring to boardrooms (Ruigrok et al., 2006) , as well as their actions in boardrooms. This, in return, could affect firm performance.
In support of this argument, Anderson et al. (2011) show that even though managers prefer homogenous boards, shareholders value diversity in terms of educational background and there is a positive relationship between board heterogeneity and firm performance. Jalbert et al. (2010) provide evidence highlighting the importance of education of top executives in their career paths to the top. However, Gottesman and Morey (2006) , and Bhagat et al. (2010) show that firms, whose CEOs have more prestigious educational backgrounds, do not outperform other firms.
What would be important is not only homogeneity of education in the boardroom, but also the highest levels of degrees earned by board members. Audretsch and Lehmann (2006) argue that an academic degree such as PhD could signal to superior quality of human capital of board members. A PhD could indicate that a director had spent a substantial amount of time in the academic environment, which had provided the director with valuable knowledge necessary for strategic decision making (Carpenter and Westphal, 2001 ). In accordance with this view, Dalziel et al. (2011) argue that advanced degrees such as PhDs could equip directors with extra skills that could be beneficial for the firm, especially in their R&D efforts.
Lastly, whether or not directors earned their degrees in institutions located in countries other than the home country, could be an important factor in the quality of decisions that they make.
When directors earn degrees in countries with cultural dynamics different from those of the home country, they could earn different cultural perspectives, which could potentially have positive effects on the way they think and solve problems. It should also be kept in mind that the education levels of directors would be important determinants of the occupational differences and expertise of the board members.
Results regarding the education levels of directors are presented in Appendix 1. What is observed in Appendix 1 is that at the end of 2013, 186 directors had PhD degrees, whereas 543 directors had master degrees as the highest degree earned. 1016 of directors in the sample, at the end of 2013, had college degrees as the highest level of degree earned, and 86 of them had high school degree or a lower degree. Appendix 1 also shows that a significantly lower percentage of directors with PhD degrees, 3.23 %, are females, compared to other directors. This could be an outcome of the fact that, women did have the opportunity to follow academic careers as often as men did in the past. The Table also shows that a significantly lower percentage of directors with PhD degrees, 5.98 %, are the chairmen of boards of directors, compared to other directors. This could be an outcome of the fact that a higher percentage of directors with PhDs are appointed to the boards as independent directors, who are expected to be more effective monitors, which is also a trait expected from directors with high levels of education (Ruigrok et al., 2006) . Thus, their effectiveness in monitoring the chairmen of boards might be highly valued.
Compared to the group of directors with no PhD degrees, a higher percentage of directors with PhDs have degrees earned from institutions not located in Turkey, 60.75 %. In addition, a higher percentage of them are financial experts, 55.91 %, and a higher percentage of them are lawyers, 11.83 %. Also, a higher percentage of them are professors, 50.00 %. However, a lower percentage of them are accounting experts, 6.99 %. The observation that significantly higher percentage of them is financial experts could be considered in support of the argument that advanced degrees help directors become better qualified. On the other hand, the fact that half of directors with PhDs are professors could also be considered in the same manner. However, it should be noted that a PhD is traditionally required to become a tenure track professor, and thus, this observation should not be surprising.
Appendix 1 also presents the percentage of directors with PhDs that serve on various board committees. 50.27 % of directors with PhDs serve on audit committees, whereas 47.03 % of them serve on governance committees, and 37.30 % of them serve on risk committees. All three of these boards exist in companies in order to provide oversight over boards and these results suggest that directors with advanced degrees are considered to have unique skills that would help them be more effective monitors.
In addition, Appendix 1 shows that directors with PhDs serve on fewer boards, 2.68 boards on average, compared to other directors. They are also, on average, older than other directors.
This could be an outcome of directors spending longer periods of time on their educational careers and joining workforce at older ages. In addition, half of these directors are professors and in academia, it takes long time for professors to set their reputations and thus, they could be appointed to boards at older ages. As mentioned earlier, a significantly higher percentage of directors, 53.22 %, are independent directors. This could be an outcome of the view that these directors with advanced degrees are highly qualified, and therefore, could serve as more effective monitors, compared to other directors. In terms of share ownership in firms, these directors own significantly fewer shares in firms, 0.46 %, compared to other directors. Since the PCG requires a director not to own more than 1.00 % of shares of companies, in order to be considered as independent, and almost half of the directors with PhDs are independent directors, this could be considered as a natural outcome.
In addition, Appendix 1 presents findings regarding directors with masters degrees as the highest level of educational degree earned. 543 of the directors, at the end of 2013, in the sample have master degrees. In terms of the ratio of these directors that are female, foreigner, or CEOs and chairmen in the focal firms, they do not differ significantly from directors with lower levels of education. However, a significantly higher percentage of them have degrees earned from foreign institutions, around 70 %. This could be an outcome of directors joining highly reputable executive MBA programs in other countries, especially in the US, at some point during their careers. In addition, a higher percentage of them are financial experts, 44.92 %. This figure, in addition to the observation regarding directors with PhDs, could be considered to suggest that directors with high levels of education are valued highly, and thus, are hired by financial institutions, where technical skills would be expected to be more vital. Also, a lower percentage of these directors are accounting experts, 8.12 %, and a higher percentage of them are professors, 2.58 %. Surprisingly, what is observed in Appendix 1 is that a higher percentage of directors with master degrees are not appointed to either audit committees, governance committees or risk committees of firms.
Appendix 1 also shows that directors with masters degrees, on average, sit on boards of more companies, 4.17 companies, compared to directors with lower levels of education. Also, a significantly higher percentage of these directors are not appointed to boards as independent directors. In terms of age, directors with master degrees are younger than directors with lower degrees. On average, they are 53.21 years old. Lastly, these directors own, on average, 1.41 % of the shares of the company, which is significantly less compared to the share ownership of directors with lower degrees of education. Average share ownership by directors with high school degree or lower is 8.75 % and this could help explain the observation just mentioned. It could be possible that directors with degrees lower than master degree, especially those with high school degree or lower, are older directors, who are potentially the entrepreneurs who founded the companies, rather than pursuing professional careers.
Thus, their share ownership in companies is significantly higher, compared to directors with more advanced degrees. The last two columns of Panel B of Appendix 1 support this argument.
Appendix 1 also presents findings regarding directors with only college degrees. 1016 of the directors in the sample, at the end of 2013, have only bachelor degrees earned from colleges.
In terms of their professional expertise and appointments in various board committees, the figures suggest that compared to directors with no college degrees, a higher percentage of these directors are professional experts. In addition, a higher percentage of them serve on board committees. Also, a higher percentage of them are independent directors, who are also busy directors. These figures could be considered as evidence suggesting that companies value some form of higher education in their board of director appointments. Also a significantly lower percentage of them are chairmen in companies. Potential causes of this situation are discussed in the following paragraphs. To summarize, 12.52 % of directors with only college degrees are chairmen in firms, 11.22 % of them are foreigners, 25.32 % of them have degrees earned at institutions located outside of Turkey, and 37.52 % of them are financial experts. In addition, 14.97 % of them are accounting experts, whereas 5.74 % of them are lawyers, and 28.15 % of them serve on audit committees. Also, 33.30 % of them serve on governance committees, and 25.33 % serve on risk committees. 30.51 % of them are independent directors and 10.64 % of them are busy. Lastly, the average shares owned by them in companies are 2.13 %.
Lastly, Appendix 1 also presents findings regarding directors with a high school degree or a lower degree. Compared to directors with higher degrees of education, surprisingly, a substantial percentage of directors with only a high school degree or lower education are chairmen of the boards, 30.95 %. Once again, this could potentially be an outcome of them being founders of companies, and elder members of controlling families, who could be considered as lacking technical skills earned through higher education, but still possess valuable entrepreneurial skills and on-the-job experiences and skills. In addition, 25.58 % of them are financial experts, whereas 2.33 % are accounting experts and none of them are professors or lawyers. These figures are significantly lower, compared to directors with higher levels of education.
Appendix 1 also shows that 14.46 % of these directors serve on audit committees. 19.28 % serve on governance, and 14.47 % serve on risk committees. All of these figures are significantly lower, when compared to the figures for remaining directors. These observations could be considered to suggest that companies value higher levels of education of directors when appointing them to various committees of the boards. Also, in support of effective monitoring arguments, a significantly lower percentage of directors with high school degree or lower are independent directors, 13.95 %. As discussed earlier, their average share ownership is 8.75 %. Lastly, none of these directors are busy directors, even though on average, they sit on the boards of 3.45 for-profit companies. Thus, the busyness figure is an outcome of the requirement in the busyness definition, where the director is required to be independent in order to be considered busy. The figures for the end of 2012 are very parallel to the results discussed so far.
Next, I present findings regarding directors with degrees earned in foreign institutions and domestic institutions, in Table 2 . What is observed in Table 2 is that at the end of 2012, 778 directors had foreign education, whereas 753 of directors on public firms' boards had degrees earned from institutions located outside of Turkey at the end of 2013. The Table  also shows that in terms of chairmen or CEO positions, directors with foreign education do not differ significantly from other directors, at the end of both years. Not surprisingly, a significantly higher percentage of them, 25.9 % are foreigners, at the end of 2013.
Among directors who have foreign educational backgrounds, a significantly higher percentage of them have PhD and masters degrees, 15.01 % and 50.73 %, consecutively. On the other hand, 34.00 % of them have college degrees. These figures should not be surprising as it could be argued that individuals that earn degrees abroad would prefer to do so at further stages of their educational careers. 11.26 % 9.14 % 12.34 % 9.92 % Share Ownership % ***1.15 % 2.65 % ***1.24 % 2.64 % ***, **, and * present significance at 1 %, 5 %, and 10 % levels. Overall, the findings presented so far highlight the importance of advanced educational degrees, such as PhDs, as well having at least a college degree, in terms of having professional expertise, committee memberships and director independence. However, the same cannot be stated for degrees earned from institutions located outside of Turkey.
PROFESSIONAL EXPERTISE
Potential benefits and costs of board heterogeneity discussed in the previous section could also apply to diversity in terms of professional expertise. However, there could be some other potential costs and benefits that are unique to the professional expertise of directors. In this section, I first discuss the importance of board members with financial/accounting expertise. After the financials scandals of the last decade, the Sarbanes-Oxley Bill was adopted in the US. Following the Bill, companies in US markets are required to have at least one financial expert in their audit committees. However, in Turkish capital markets, such requirements do not exist.
One could argue that committee members without the financial expertise would be less likely to detect accounting-related problems, such as financial reporting problems (Agrawal and Chadha, 2005) . Also, better understanding of accounting principles and financial statements could have a positive effect on the oversight provided by the board (Guner et al., 2008) . In addition, directors with financial and accounting expertise could be more sensitive to financial issues of the firm. They could also monitor the financial performance of the company more effectively, compared to non-expert directors (Anderson et al., 2011; Dalziel et al., 2011) .
On the other hand, if a banker joins the board of a firm, this could signal to the market the confidence of the bank that the firm is not likely to experience financial distress (Kroszner and Strahan, 2001 ). In addition, directors with financial expertise could create opportunities for firms to have access to specific investors and could be more involved in supplying capital for companies (Dalziel et al., 2011) . If an employee of a financial institution, which has a lending relationship with the firm, joins board of the firm, the financial expert might conduct more effective monitoring that would be beneficial for both the firm and the financial institution (Ferreira, 2010) . This situation could alter the financial decisions and the financial outcomes for firms as well. Sisli-Ciamarra (2012) provide evidence suggesting that when an employee of a financial creditor is on the board of a company, this leads to increased debt in the firm's financial mix as a result of increased private debt, as well as decreased cost of debt.
Thus, the characteristics of a financial expert and her external ties would be an important factor on the potential effects of her existence on the firm's board. However, when the financial expert is tied to a financial institution, it is possible that the lending financial institution could have enhanced bargaining power with the firm and could potentially deal for stricter collateral and covenant requirements, as a result of the informational advantage gained through the director (Sisli-Ciamarra, 2012).
If the firm is financially constrained, the financial experts on the board could be beneficial in creating access to more funds for the potential value-creating investments of the firm. However, it should be kept in mind that these extra funds would not necessarily be used in the best interest of shareholders.
They could be provided just in the interest of the financial institution, which would affect the wealth of shareholders negatively (Guner et al., 2008) . Another potential downside is based on the argument of Agrawal and Chadha (2005) . The researchers argue that existence of financial or accounting experts might lead audit committee members to pay less attention to specific issues. In this case, if the financial expert is not monitoring effectively, this could even lead the audit committee to be less effective in detecting accounting related problems.
In empirical studies, Rosenstein and Wyatt (1990) provide evidence suggesting that significant abnormal returns are observed, when outside directors with financial expertise are added to boards. DeFond et al.'s (2005) evidence is suggestive of positive reactions following the appointment of an accounting or financial expert to the audit committee of the boards. Krishnan and Gnanakumar (2008) show that accounting expertise of members of audit committees leads to enhanced monitoring and accounting conservatism. Chan and Li (2008) show that financial experts have a positive effect on firm value. Guner et al. (2008) find that financial experts in the boardroom affect corporate decisions. However, the effects are in the interest of their own institutions. In addition, firms that have investment bankers on the boards do worse in terms of acquisitions. Anderson et al. (2011) find that occupational heterogeneity has a positive influence on firm performance and that shareholders value this type of heterogeneity. On the other hand, Van Ness et al. (2010) provide evidence suggesting that as the number of financial and accounting experts on boards increase, firm performance is affected negatively.
Next, I discuss the importance of the existence of another type of professional expertise in boards: academicians. Based on the view that independent board members have positive influence on firm value (Hermalin and Weisbach, 1991; Arioglu and Kaya, 2014) , academic directors could be likely to affect corporate governance and firm value positively, since they are mostly outside directors by nature (Francis et al., 2014) . In addition, academic directors' knowledge of specific concepts in their fields of expertise could lead them to be better advisors for board decisions (Forbes and Milliken, 1999) . Academicians could be expected to consider problems in a scientific approach and these different perspectives could be useful in the decision making and problem solving processes of the board. Also, they are trained to be critical thinkers with unique opinions and judgments (Jiang and Murphy, 2007) .
Additionally, these directors could have an important resource-dependence role and the external links of the board could increase, as the occupational diversity of the board increases (Hillman et al., 2002) . In accordance with these potential benefits, Francis et al. (2014) show that 40 % of S&P 1500 firms have at least one academician on their boards. The existence of academicians, who are scientists in nature, could be expected to be valueenhancing especially in the case of firms that focus on technology and invest heavily in R&D, since these scientists could bring external scientific knowledge to the firm (Audretsch and Lehmann, 2006) . In addition, the existence of academicians on board could have other potential effects on issues such as compensation policy, CEO turnover, corporate innovation, acquisitions and earnings quality (Francis et al., 2014) .
However, academicians might be more concerned about scholar research instead of important factors for success in business, which could lead them to devote majority of their time to scientific research (Jiang and Murphy, 2007; Francis et al., 2014) .
They could also be expected to lack on-the-job experience, which is important in the improvement of skills required for high-quality management. Therefore, their existence in management could have adverse effects on firm value as well. Supportive of this argument, Francis et al. (2014) provide evidence suggesting that academicians with administrative positions in the firms are associated with lower firm performance. Also, Van Ness et al. (2010) provide evidence suggesting that as the number of academicians on boards increase, firm performance is affected negatively.
Lastly, I discuss the importance of the existence of lawyers in the boards of firms, on which there is very limited research in corporate governance literature. To begin with, intuitively, one could argue that directors with expertise in law and regulations could benefit the firm not only when the firm is subject to law suits, but also before the firms takes any actions that could be subject of potential lawsuits. These could include issues that would arise in relationships with customers, suppliers, or even the firm's own employees.
A director, who is a lawyer, could spot any potential issues that could cause legal concerns for the firm. In addition, she could provide the boardroom with a perspective that could not be provided in a setting without the existence of a lawyer. Also, she could help deal with legal and regulatory problems as they emerge. In the instance that firms have valuable assets such as patents, lawyer-directors could be beneficial in the protection of those assets (Litov et al., 2014) . However, in terms of the potential costs related to the existence of lawyers on the boards of firms, Litov et al. (2014) argue that she might be less effective in monitoring the actions of the boards that she is a member of. This could be expected as a result of the possibility that lawyer-directors lack necessary firm-specific information about the complexity of the operations of the company. Litov et al. (2014) provide evidence suggesting that firms with lawyers on the boards of directors are associated with significant increases in firm value. In addition, Litov et al. show that existence of lawyer-directors affects the CEO risk taking incentives and the existence of entrenchment provisions such as poison pills. In terms of characteristics of these lawyerdirectors on a large sample of public firms in the US, the researchers show that these directors are mostly independent male directors, with board appointments in two other public firms, on whose various committees they stand.
Around one-fourth of these directors are on audit and governance committees, whereas one-third of them are on risk management committees. In another study, Gray and Nowland (2014) show that the shareholders of companies benefit from the existence of professionals such as lawyers, accountants, consultants and bankers, in the boardroom.
Findings of this study regarding the professional expertise of directors on boards are presented in Appendix 2 and Table 3 . Appendix 2 shows that, at the end of 2013, 769 of the directors in the sample are categorized as financial experts. On the other hand, 213 of them are categorized as accounting experts, whereas 111 are lawyers and 119 are professors. A significantly lower percentage of these financial experts are CEOs of firms, whereas a lower, but insignificant, percentage of accounting experts, lawyers and professors are CEOs in firms. This evidence could be considered to suggest that firms do not value professional expertise highly when they assign CEOs.
In terms of chairmen of companies, what is observed is that a significantly lower percentage of professional experts are chairmen of companies. Financial experts are the exception this time, since, even though a lower percentage of them are chairmen, the difference is not statistically significant, compared to other directors. 12.52 % of financial experts are chairmen in companies, whereas this figure is 4.23 %, 3.67 %, and 2.52 % for accounting experts, lawyers and professors, consecutively. This evidence suggests that companies do not consider directors with professional expertise as more effective leaders, when assigning them to the position of the chairmen of the board. This could be a potential outcome of a belief that professional expertise and related skills are not sufficient enough to manage the board. Alternatively, it could be an outcome of chairmen being members of families or controlling groups, and that these controlling parties do not delegate authority to professionals.
In terms of the education degrees earned by the directors in the sample, what is observed from Appendix 2 is mixed evidence. A significantly higher percentage of financial experts and professors have degrees earned from institutions located outside of Turkey, compared to other directors. The percentages of these directors with foreign education are 46.71 % and 54.78 %, consecutively. The percentage of lawyers, 38.68 %, with foreign education, however, is not significantly different, compared to other directors. On the other hand, a significantly lower percentage of directors that are accounting experts, have degrees earned from institutions located outside of Turkey, 25.36 %.
In terms of educational degrees earned by the professional experts, Appendix 2 shows that, at the end of 2013, a significantly higher percentage of financial experts, lawyers and professors, 13.95 %, 21.05 % and 79.51 %, have PhD degrees. However, this figure is not significantly different for lawyers, compared to non-lawyers. In terms of master degrees, no category of professional experts in the sample has a significantly higher percentage of directors with master degrees. This evidence could be considered to suggest that, only advanced degrees such as PhDs could potentially have effects on the likelihood of directors having professional expertise. Still, this is just an observation and such a relationship could be investigated in future studies, in a causal manner.
Some surprising findings are observed in Appendix 2, in terms of committee appointments of directors with professional expertise.
29.45 % of the directors, who are financial experts, serve on audit committees, whereas 34.95 % serve on governance committees, and 27.23 % serve on risk committees. Compared to other directors, a significantly higher percentage of financial experts are not assigned to any of the three committees of the boards. These figures are surprising, since one could expect a significantly higher percentage of these directors to sit on board committees, especially on audit committees, since these directors would be expected to have more advanced technical financial skills that would lead them to be more effective monitors. However, this expectation is fulfilled in the case of accounting experts. A significantly higher percentage of them sit on board committees. 45.89 % of the directors, who are accounting experts, serve on audit committees, whereas 51.21 % serve on governance committees, and 35.27 % serve on risk committees. This evidence could be considered to suggest that companies value accounting expertise in committee appointments highly. Such an expertise would be vital, especially in the functioning of the audit committee, and companies appear to be aware of this.
Similar patterns are observed for lawyers and professors, in terms of their committee appointments, compared to other directors.
Overall, the evidence suggests that companies potentially value professional expertise in committee appointments and a higher percentage of professional experts are assigned to these committees, expect financial experts. One could potentially argue that the exception of financial expertise should not be surprising since the other three professions require some additional technical skills and knowledge, whereas the definition of financial expertise does not include such requirements. It is possible that director X sits on the board of a financial company, not because she has superior financial skills, but because she is a family member. However, this would not qualify her as an accounting expert, a lawyer, or a professor.
What is observed from Appendix 2, in terms of independence, is that a significantly higher percentage of directors, who are accounting experts, lawyers, or professors, are assigned to boards as independent directors, who are expected to be more effective monitors, compared to other directors. 47.89 % of accounting experts are independent directors, whereas 53.15 % of lawyers and 70.59 % of professors are independent directors. A similar situation, however, is not observed for financial experts. Once again, this evidence could be considered to suggest that companies value professional experts, who have technical knowledge and skills, when they assign independent directors to their boards, compared to other directors. ***, **, and * present significance at 1 %, 5 %, and 10 % levels.
In terms of director busyness, it is observed that a significantly higher percentage of financial experts, accounting experts and professors are busy directors, compared to other directors. On the other hand, Appendix 2 shows that professional experts, except financial experts, have a significantly lower percentage of share ownership in firms. The average share ownership by accounting experts is 0.38 %, whereas it is 0.61 % and 0.05 % for lawyers and professors, consecutively. If companies considered share ownership by directors as a mechanism to align the interests of directors and shareholders, one could argue that companies do not feel the need to provide such incentives to professional experts. This would be valid if they believe that those professionals would be more effective monitors, as a result of their knowledge and skills earned. Still, this could be an outcome of the fact that a high percentage of these directors are independent directors and the PCG require independent directors not to own more than 1.00 % of shares in companies. For the end of 2012, we observe similar patterns.
In Table 3 , I compare characteristics of various appointments of professional experts to nonexperts. However, I define a director with any one of the following expertise as a professional expert: financial expert, accounting expert, lawyer or professor. Results presented in Table 3 are supportive of the previous arguments made, based on the figures presented in Appendix 2. As observed in In terms of committee appointments, a significantly higher percentage of professional experts are assigned to committees of the boards, compared to other directors. 33.96 % of them are assigned to audit committees, whereas 38.36 % of them are assigned governance committees, and 29.76 % are assigned risk committees. In addition, a significantly higher percentage of them are independent directors, compared to other directors, 36.23 %, whereas a significantly higher percentage of them are busy directors, 13.50 %. Lastly, their average share ownership is significantly lower, 1.47 %, compared to directors who are not professional experts. Overall, results presented in Table 3 are supportive of the previous arguments made, based on the figures presented in Appendix 2 regarding the importance of professional expertise of directors.
CONCLUSIONS
In this study I investigate the educational background and professional expertise of directors in firms quoted at National and Secondary markets of Borsa Istanbul. I put an emphasis on whether or not directors from various educational and professional backgrounds are the CEOs or chairmen of firms, as well as board committees on which they serve, and their independence, busyness, and share ownership. These topics are important in understanding whether or not companies in an economy such as the Turkish economy, where majority of public firms are controlled by families or business groups, appoint educated professionals to their boards of directors.
The main findings reveal that, compared to other directors, a higher percentage of directors with advanced degrees such as PhDs, serve on various board committees, and are assigned as independent directors to boards. A similar situation is observed for directors with at least a college degree, compared to directors who have high school degrees or lower education. However, the same cannot be stated for directors that have degrees earned from institutions located outside of Turkey, compared to other directors. The findings also reveal that a higher percentage of directors, who are accounting experts, lawyers or professors serve on various board committees, and they are assigned as independent directors. The same cannot be stated for financial expertise.
Based on these findings, one could potentially argue that advanced levels of education and professional expertise, which could lead directors to develop unique skills and technical knowledge over important corporate issues, are valued more highly by public companies. Even though a majority of companies quoted at Borsa Istanbul are controlled by families or controlling groups, they still appoint educated professionals as board committee members or independent directors, which are expected to provide effective monitoring. Directors that are assigned to committees and those who are independent hold those positions with the expectation that they could be better monitors providing superior oversight to the board of directors of companies. Based on this assumption, it is possible to argue that educated professionals are considered more effective monitors by public firms in Turkey.
A surprising finding in the paper is that a lower percentage of directors, who have advanced educational degrees or who are professional experts, are assigned as the CEO or the chairmen of the companies. This could be an outcome of the preferences by the controlling families or groups. They could potentially be appointing educated experts to positions, where unique skills and experiences could be important in monitoring effectiveness. And they could be assigning family members or employees of controlling groups as top executives or head of boards that could require superior managerial skills, as opposed to technical skills.
The findings in the paper show that, even though there are no mandatory regulations about the technical expertise of directors and their committee appointments, as opposed to US markets, public companies in Turkey still value and appoint educated experts to important committee positions. However, it should be kept in mind that these educated professionals would not necessarily lead to increased firm performance or enhanced shareholder wealth. These professionals could potentially be more beneficial in companies dealing with more technical issues, such as technology companies, whereas similar results might not be observed in other companies. After all, as argued by Coles et al. (2008) , just as one optimal board size might not fit every firm, educated professionals might not be value-creating for all types of firms.
In future studies, researchers can investigate causally how the existence of educated professional affect firm value in regression settings considering potential endogeneity problems. In addition, they could investigate the market reaction given to the appointments or departures of these directors to boards, in event study settings.
Also, they could estimate the likelihood of educated professional directors being appointed to boards of public firms, or being appointed as busy directors to other firms' boards, following certain corporate events. ***1. 
